PRESIDENT'S ADVISORY

June 7, 2005 ON FEDERAL TAX REFORM
The President's Advisory Panel on Federal Tax Reform, . iﬂI}S o2y P B 55
1440 New York Avenue NW, '
Suite 2100,
Washington, DC 20220

To: The President’s Advisory Panel on Federal Tax Reform,

I have been informed that the Panel is investigating ways to:

(a) stmplify Federal tax laws to reduce the costs and administrative burdens of
compliance with such laws;

(b) share the burdens and benefits of the Federal tax structure in an appropriately
progressive manner while recognizing the importance of homeownership and charity in
American society; and

(c) promote long-run economic growth and job creation, and better encourage work
effort, saving, and investment, so as to strengthen the competitiveness of the United
States in the global marketplace

I have also been informed that the Advisory Panel shall submit to the Secretary of the
Treasury a report containing policy options in accordance with section 3 of their
Presidential order as soon as practicable, but not later than July 31, 2005. T follow the
news about tax issues as closely as I can and I have not heard any news as to what the
Panel is doing, how the Panel is communication with taxpayers, what information the
Panel is receiving, or how the Panel is soliciting information and recommendations about
Federal tax reform. T am not certain that most Americans know about the Panel and what
it is doing and I think this is a very important concern. That being said, if the Panel has
not made ts presence and task known to all American taxpayers and not received a great
deal of recommendations from most American taxpayers I hope that the Panel will seek
more time from the President until both of those things are done and to continue their
work on this most important issue and complete the job of seeking information and
recommendations from most American tax payers I suggest an additional vear of
taxpayer outreach and research while processing the comments received so far. In
whatever time the Panel has left, for the future of the issue and the benefit of the country
I hope that the Panel will seek to inform all‘taxpayers about the Panel and its work and
the issue of federal tax reform. In addition, I hope that the panel will contact all of the
universities in our country and seek comments and recommendations regarding reform of
the federal tax system

Finally, I request that the Panel research the attached proposal and publish it for the
taxpayer and publics consideration




1. Description of Proposal.

o  One of the most important things to be done as a part of the reform process is to
not make additional mistakes, as has happened in the past Therefore a national
sales tax, a VAT or other types of consumption taxes should be opposed by the
Panel and everyone else for that matter.

e A single bracket flat income tax should also be opposed by the Panel. The
people that advocate for the SBFIT are, without disclosure, simply advocating for
a tax cut or elimination of substantial taxes for themselves and/or their associates

e The progressive income tax is a good idea that we should keep as long as the
system is reformed, made simpler, both user and management fiiendly, and as
enforceable and functional as possible

e The income tax rates should be truly progressive and as progressive as possible;

rates from 1% up to 25%, utilizing all percentages between 1% and 25%, with no
deductions. The lower rates will compensate for the absence of all deductions

Further, all income should be treated as a single income sources (no more joint

tax filings) and all income including from investments, but excluding from

government investments, should be taxable at the rates of other income sources.

* regarding distribution of the tax burden (including provisions for relief for low-
income individuals}); this can be addressed by having income tax rates from 1%
starting at $10,000 and below and increasing progressively to 25% on the highest

amounts of income.




treatment of charitable giving should be to not offer any deductions or credits
because charitable giving can be rewarded by having income tax rates from 1%
starting with income of $10,000 and below to 25% on the highest amounts of
income

treatment of home ownership should be to not offer any deductions or credits
because home ownership can be achieved and rewarded by having income tax
rates from 1% on income levels of $10,000 and below to 25% on the highest
amounts of income. In addition, income taxes or what are currently considered
capital gains taxes should not be applied to the sale of a person’s home, the home
in which they live

collection method(s) should not be assigned to or distributed to non-government
collections businesses or individuals As a part of this proposal, collection
methods, both voluntary and involuntary, will be made as easy as possible. No
preferences (lacks collections) or discriminations (aggressive collections) should
be possible Treasury should be fully enabled to assess and collect all tax due
with limited, reasonable, affordable cost-effective resources

treatment of businesses taxes should be a simple low flat tax rate, to represent
another portion of the cost of doing business, specifically the support of the
government, without any exemptions, deductions, credits and exclusions; perhaps
with the exception for large capitol expenses which could be financed over many
years, a portion of a facilities lifetime

Each of the elements of this proposal works to accomplish the Panel’s goals of

(a) (b) (c), see page 2




11. Impact of Proposal Relative to Current System

e simplicity (including transparency and stability), this will be achieved and have a
positive impact

¢ Fairness is established by implementing this proposal; people regardless of
income level are treated exactly the same by the system and Treasury Tax
Division.

s FEconomic growth and competitiveness is likely to be enhanced by implementation
of the above proposals. The current system impedes economic growth and
competitiveness for all parties

e compliance would be increased and administration costs would we reduced if the
above proposals were implemented

HI Transition, Tradeoffs and Special Issues.

Special Issues; The Advisory Panel has as one of its tasks, a dominating and all
controlling task, that all options recommended by the Advisory Panel must be revenue
neutral. The panel should accept and submit to the president whatever proposals address
the problems with the current system regardless of revenue neutrality

Transitien; the implementation of above proposat and the current system will take time
and effort to work out. It will require the president and the congress to resolve any
conflicts between a system of expensive obstacles, of needless complicated exemptions,
deductions, credits and exclusions, but the benefits of the above proposal far outweigh

this additional work Incentives can be provided to ease the transition.




Tradeoffs; Considering all the lost revenue under the current system, considering the
expense of the current system, considering all of the wasted effort involved in the current

system, there are far more benefits than negative aspects of the above proposal.



